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Abstract 
Environmental reporting is becoming more and more common in business since most 
companies are aware ofthat environment as a business issue and it makes good business 
sense and positive public relations. Thus, companies are voluntarily motivated to 
produce environmental reporting. Sri Lanka as a developing country which has less 
physical and natural resources it is very important to make proper management over 
these resources in order to achieve a sustainable development in the country irrespective 
the controllership of resources. Tlierefore, accountants' contribution as an information 
provider is very important to make proper management over environmental issues of 
the firm. However, recent research on environmental reporting says that environmental 
reporting in Sri Lanka and contribution of accountantsfor successful environmental 
management is inadequate. Thus, this study attempts to examine accountant s attitudes 
on environmental reporting in Sri Lanka. A survey and inten'iews are used in data 
collection. The Institute of Chartered Accountants of Sri Lanka (IACS) circulated 
sur\>ey instruments among its members in late 2004. Finally, 48 useful responses were 
received. A dditionally ten members of the LA CS were randomly selected and inten'iewed 
them to get their feedback on environmental reporting. Study found that although, 
accountants ha\!e understood the significance of environmental disclosures their 
contribution for implement to disclosures of such information is low. Because of 
environmental reporting in Sri Lanka is still a voluntary requirement. 
Keywords: Environmental Reporting, Public Relation, Resource Management. 
Introduct ion 
Environmental reporting is becoming more and 
more c o m m o n in bus iness . Because mos t 
compan ie s a re a w a r e of the envi ronment a s 
a business issue (Dcscano, 1999) and it makes 
g o o d b u s i n e s s sense and pos i t ive p u b l i c 
re la t ions (Kolk, 2000) . On the o ther hand 
environmental ism and people-ccntredncss arc 
twin concept that are crucial for advancement 
in sustainable socio-economic development in 
c o n t e m p o r a r y d e v e l o p i n g e c o n o m i e s 
( R a h a m a n , 2 0 0 0 ) . T h u s , c o m p a n i e s a r c 
v o l u n t a r i l y m o t i v a t e d t o p r o d u c e 
environmental reporting since environment is 
an impor tan t management and social issues. 
Acco rd ing to a s tudy by the Inst i tute for 
E n v i r o n m e n t a l M a n a g e m e n t . 3 5 % of the 
w o r l d ' s 2 5 0 largest corpora t ions n o w issue 
e n v i r o n m e n t a l r e p o r t s ( K o l k . 2 0 0 0 ) . 
Additionally; international surveys of corporate 
managers ' attitudes indicate they arc becoming 
m o r e a w a r e o f t he e n v i r o n m e n t a s a n 
important management and social issues. Also. 
recent British surveys indicate a more attuned 
attitude towards environmental mat ters (sec. 
ToucheRoss, 1990; Coopers & Lybrand 1990; 
Dcloittc, 1993). H o w e v e r there arc very few-
studies that seek to exp lo re the extent to 
which corporate annual reports in developing 
c o u n t r i e s r e f l ec t t h e s e i s s u e s a n d how 
corporate leaders perceive them. 
Sri Lanka as a developing country which has 
less physical and na tura l resources it is very 
important to m a k e p roper managemen t over 
t h e s e r e s o u r c e s in o r d e r t o a c h i e v e a 
s u s t a i n a b l e d e v e l o p m e n t in the c o u n t r y 
irrespective the controllership of resources ie. 
cither of publ ic sector or pr ivate sector. As a 
p a r t o f t h i s m a n a g e m e n t p r o c e s s 
e n v i r o n m e n t a l m a n a g e m e n t wil l p l a y a 
significant role providing information about 
consumpt ion of na tu ra l r e sou rces , w a s t e 
management and recycling cct. Contribution 
of a c c o u n t a n t is v e r y i m p o r t a n t a s a n 
i n f o r m a t i o n p r o v i d e r . H o w e v e r , r e c e n t 
research on environmental reporting says that 
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envi ronmenta l repor t ing in Sri Lanka and 
contr ibut ion o f accoun tan t s for successful 
env i ronmenta l m a n a g e m e n t is inadequa te 
(Rajapakse, 2002) . Thus , this study attempts 
t o e x a m i n e a c c o u n t a n t s ' a t t i t u d e s on 
environmental reporting in Sri Lanka. 
Literature Review 
What is Environmental Accounting"' 
Env i ronmenta l Accoun t ing is defined a s the 
p r a c t i c e o f d i s c l o s i n g the i m p a c t o f a 
company ' s activities on the environmental and 
its performance in managing the levels of these 
i m p a c t s ( D c c g a n a n d N c w s o n , 1 9 9 6 ) . 
Accord ing to Gray , Bebb in ton and Walters 
(1993) environmental accounting may covers: 
• R e c o g n i s i n g and s e e k i n g to n e g a t i v e 
env i ronmen ta l effects o f conven t iona l 
accounting practice. 
• Separa te ly identifying envi ronmenta l ly 
re la ted cos t and r evenues wi th in the 
conventional accounting system. 
• Taking active steps to set up initiatives in 
order to ameliorate existing environmental 
effect of conventional accounting practice. 
• Devising new forms of financial and non-
f i n a n c i a l a c c o u n t i n g s y s t e m s a n d 
control l ing sys tems to encourage more 
e n v i r o n m e n t a l l y ben ign ( f a v o u r a b l e ) 
management decision. 
• Developing new forms of per formance 
measurement, reporting and appraisal for 
both internal and external purposes. 
• Ident i fying, examin ing and seeking to 
r ec t i fy a r e a s in w h i c h c o n v e n t i o n a l 
( f inancia l ) c r i t e r i a and env i ronmen ta l 
criteria are in conflict. 
• E x p e r i m e n t i n g w i t h w a y s in w h i c h 
s u s t a i n a b i l i t y m a y be a s s e s s e d and 
incorporated into organisational orthodox) 1. 
Evaluation of environmental Report ing 
Tradit ional account ing approaches focus on 
the v iew of the enterpr ises as a n economic 
ent i ty wi th its ma in act ivi t ies affecting the 
economy through its opera t ions in marke ts -
marke t for capi ta l and factors o f product ion 
and marke t for its products or services, (see 
Hendrikson, 1982, p .18-19) . Therefore, until 
ear ly 1970s, account ing w a s treated a s a 
t e c h n i c a l ac t iv i ty , w h i c h w a s used a s a 
recording function of the result o f economic 
t ransac t ions . In this context account ing has 
b e e n d e f i n e d a s " t h e a r t o f r e c o r d i n g , 
classifying, and summaris ing in a significant 
manner and in t e rms of money, t ransact ions 
and events which are interpreting the results 
there o f by Amer i can Insti tute o f Certif ied 
Publ ic Accoun tan t s (AICPA) in 1961 (see 
Bclkaoui, 1992, P.22; Nasi, 1995,p.l21).After 
that, in 1966 account ing has been defined as 
" the p rocess o f identifying, measur ing , and 
c o m m u n i c a t i n g e c o n o m i c informat ion to 
permi t informed j u d g m e n t s and decis ion by 
u s e r s o f t he i n f o r m a t i o n " by A m e r i c a n 
Accounting Association (AAA) (see Beikaoui, 
1992. p .23 and Nasi , 1995, p. 121). Later on, 
in 1970, account ing has been defined as " a 
service act ivi ty. Its functions is to provide 
quantitative information, primarily financial in 
nature, about economic entities that is intended 
to be useful in making economic decisions, in 
mak ing reasoned choices among a l ternat ive 
courses o f ac t ions" by Account ing Principal 
Board (APB) (see Beikaoui, 1992, p.22; Nasi , 
1995,p . l21) . 
E a r l y d e f i n i t i o n s o f a c c o u n t i n g h a v e 
emphas ized that account ing as a record ing 
function, which can be used to measure profit/ 
loss, assets, liabilities and investors wealth etc. 
A c c o r d i n g l y , a c c o u n t i n g w a s t r e a t e d a s 
planning and controlling technique rather than 
an information system. However, more recent 
definitions stress accounting as a producer o f 
useful informat ion/ repor t ing functions and 
a c c o u n t i n g in format ion is not l imited to 
financial or quanti tat ive nature , since publ ic 
expectations have under gone with significant 
changes in recent decades (see Nas i , 1995, 
p .121) . Especial ly, after 1970s there have 
been p r e s s u r e s to w i d e n the c o n t e n t o f 
accoun t ing report ing. Consequent ly , social 
responsibili ty reporting models and methods 
developed by m a n y au tho r s (see Ke t tunen . 
1979). Similarly, Heard & Blicc (1981) note 
the e x p a n s i o n of a d v o c a c y m o v e m e n t o f 
env i ronmenta l repor t ing in U S A and o ther 
developed count r ies dur ing the 1960s and 
1970s, and the significant increase in legislation 
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r e l a t e d t o s o c i a l i s s u e s , i n c l u d i n g t h e 
env i ronmenta l and e m p l o y e e s ' hea th and 
safety with in the s ame period. 
U l l m a n n ( 1 9 8 5 ) p o s i t s t h e g r e a t e r t he 
i m p o r t a n c e t o t h e o r g a n i s a t i o n o f t h e 
respective s takeholders ' resources / suppor t , 
the greater the probability is that the particular 
stakeholders' expectation will be incorporated 
w i t h i n t h e o r g a n i s a t i o n ' s o p e r a t i o n s . 
According to this perspect ive, var ious social 
r e s p o n s i b i l i t y a c t i v i t i e s u n d e r t a k e n b y 
organisations, including publ ic reporting will 
be d i rec t ly re la ted to t he e x p e c t a t i o n of 
par t icular stakeholder g roups . So, one of the 
major roles o f m a n a g e m e n t is to ba lance 
s takeholders demand provid ing information 
a b o u t ac t iv i t ies o f the o r g a n i z a t i o n wi th 
achieving the strategic objectives of the firm 
(F reeman . 1984) . In addi t ion, Rubins te in 
( 1 9 8 9 ) s t a t e s t h a t t h e e x i s t i n g level o f 
disclosure in financial s tatements may not be 
s u f f i c i e n t fo r s t o c k h o l d e r s a n d o t h e r 
s takeholders to r easonab ly assess a firm's 
env i ronmenta l risk. There fore , there w a s a 
g rea t necessi ty to provide not only financial 
information but also other information relating 
to social, environmental and human resources, 
wh ich the firm has , or a r i s ing due to its 
operations, to its stakeholders/ interest groups. 
L i k e w i s e , in r e c e n t y e a r s , i n v e s t o r s , 
government agencies and other s takeholders 
are demanding more disclosures o f company 's 
social and environmental information, because 
of their interest in envi ronmenta l issues and 
their concern abou t the magni tude of related 
costs and liabilities (Mas t randones & Strife, 
1992). 
Al though, historically, few compan ie s have 
m a d e d i s c l o s u r e r e l a t i n g t o s o c i a l a n d 
environmental matters in their annual reports 
(see. Gray. Owen & Maundus , 1987; Andrews 
e t a l . , 1989; Ma thews , 1 9 9 3 ; B c b b i n g t i o n & 
Watter , 1993) in recent years tha t quantity, 
qual i ty and vo lume of disclosed social and 
e n v i r o n m e n t a l i n f o r m a t i o n h a v e b e e n 
increased significantly since many companies 
a r e b e c o m i n g m o r e r e s p o n s i v e t o 
s t a k e h o l d e r s ' d e m a n d for in format ion of 
co rpora t e envi ronmenta l responsibi l i ty of 
business organizations. Surveys of corporate 
managers" indicated that they are becoming 
more a w a r e of envi ronment a s an impor tant 
management and social issues. Internationally, 
9 0 % of corporations surveyed agreed with the 
s t a t e m e n t i ; the env i ronmenta l chal lenges is 
one of the cent ra l i ssues o f the 2 Ist century" 7 
(UN, 1991). A l s o , recent Bri t i sh su rveys 
ind ica te m o r e a t t u n e d a t t i t u d es t o w a r d s 
env i ronmenta l ma t te r s (see, Touche R o ss , 
1990; Coopers and Lybrand & Deloitte, 1990; 
Dcloitte, 1993). From the above facts, it is clear 
t h a t i n v e s t o r s , m a n a g e r s , a n d o t h e r 
stakeholders are more concerned about social 
and environmental interactions of their firms 
and d e m a n d for such f ac to r s h a v e been 
s ign i f ican t ly i nc reased ( B e l k a o u i , 1 9 7 6 ; 
Ingram, 1978;Jaggj&Frecdman, 1982; Shane 
& Spicer, 1983; Epste in & Frcedman. 1994; 
Tilt , 1994; D c e g a n & Rankin , 1997 and 
R a j a p a p k s c , 2 0 0 1 ) . T h u s , env i ronmen ta l 
repor t ing h a s c o m e in to exis tence to fulfil 
social accountabi l i ty of organizations (Gray; 
2000). 
S o c i a l r e q u i r e m e n t of e n v i r o n m e n t a l 
report ing 
Deegan and Rankin (1997) studied mis issue. 
T h e g r o u p s s t u d i e d w e r e s h a r e h o l d e r s , 
s tockbrokers , research analys ts , account ing 
a c a d e m i c s , r e p r e s e n t a t i v e s o f f i n a n c i a l 
inst i tut ions and a n u m b e r o f o rganiza t ions 
per forming a genera l review or overs ight 
function. They found, at statistically significant 
levels, that shareholders and individual groups 
such a s c o n s u m e r assoc ia t ions , employee 
groups, industry associations environmentalists 
g ro u p s and accoun t ing academics cons ider 
that environmental information is mater ial to 
the par t icu lar decisions they undertake. T h e 
annual report was perceived by the total group 
o f r e s p o n d e n t t o b e s i g n i f i c a n t l y m o r e 
impor tan t t han o ther source of informat ion 
concerning and organization"s interaction with 
the environment. 
In a further s tudy of corporate environmental 
d i sc losure p r a c t i c e s . B r o w n and D c e g a n 
( 1 9 9 9 ) a r g u e t h a t i f t h e r e is i n c r e a s e d 
c o m m u n i t y conce rn a b o u t env i ronmenta l 
issues, then the increased concern should be 
m a t c h e d b y i n c r e a s e d d i s c l o s u r e s if, 
consistent with Legit imacy theory, disclosure 
policies are a function of community concern. 
B r o w n a n d D e e g a n ' s r e s u l t s w e r e a l s o 
consistent with O 'Donovan (1997). Donovan 
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interviewed senior executives from three large 
Aus t ra l i an c o m p a n i e s and confirmed that , 
c o r p o r a t e d i s c l o s u r e s o f e n v i r o n m e n t a l 
pe r fo rmance informat ion is one of the w a v s 
to c o r r e c t : miss- perception held or presented 
b y t h e s o c i e t y a b o u t e n v i r o n m e n t a l 
performance of organizations. 
Addi t ional ly , a n u m b e r o f research studies 
emphas i s e the need for a b roader range of 
soc ia l a n d e n v i r o n m e n t a l in format ion to 
stakeholders. For example, relevance of social 
and environmental information to investors bv 
assessing their impact on stock market return 
(Be lkaou i . 1976 ; Ing ram, 1978; Jaggi & 
Freedman . 1982; S h a n e & Spicer. 1983), 
i n v e s t o r s ' d e m a n d f o r s o c i a l a n d 
e n v i r o n m e n t a l d i s c l o s u r e s ( E p s t e i n & 
Freedman, 1994), pressure o f lobby group for 
environmental disclosures (Tilt 1994), demand 
fo r e n v i r o n m e n t a l i n f o r m a t i o n a n d 
expec ta t ions o f annua l report users (Deegan 
& Rankin, 1997). Result of this study indicates 
that the major i ty o f the annua l repor ts users 
b e l i e v e e n v i r o n m e n t a l i n f o r m a t i o n a s a 
s ignif icant fac tor in thei r dec is ion-makings 
process . Moreover, Deegan & Rankin (1999) 
emphas i se that " va r ious g roups in society 
d e m a n d e n v i r o n m e n t a l p e r f o r m a n c e 
information and that some annual report user 
g r o u p s re ly u p o n c o r p o r a t e r e p o r t s for 
informing themselves , at least in part , abou t 
the env i ronmen ta l p rac t i ce s of pa r t i cu la r 
organizations. Environmental information could 
be used for de te rmin ing a n u m b e r o f issues 
such as whether to invest or lend funds to an 
o r g a n i z a t i o n , w h e t h e r t o c o n s u m e a n 
o rgan iza t ion ' s p roduc t s , whether to use an 
o r g a n i z a t i o n ' s p r o d u c t in the p roduc t ion 
process, and whether to supply labour or other 
r e c o u r s e s to t h e en t i ty . E n v i r o n m e n t a l 
i n f o r m a t i o n m a y a l s o be i m p o r t a n t in 
determining whether local communi t ies will 
support the continued operation of a particular 
organization within their local neighbourhood" 
In Sri Lanka , du r ing the last few years , 
s t a k e h o l d e r s ' ( s o c i e t y ' s ) a w a r e n e s s of 
ecological, social and environmental matters, 
h a v e b e e n s i g n i f i c a n t i n c r e a s e d . N o n -
Governmenta l Organ i sa t ions (NGOs) and 
man}- other voluntary' social movements have 
come up to protect physical environment of 
the c o u n t r y . For e x a m p l e s S i r i w a r d e n a , 
(2000a); de Silva. (2000): Wimalasurendre , 
(2000) ; The Island, (2000a) ; Munawee ra , 
( 2 0 0 1 ) ; W i m a l a r a t h a n a , ( 2 0 0 1 ) ; 
Wcththasingha, (2001) and, Colombopage , 
( 2 0 0 1 ) . A d d i t i o n a l l y , T h e N a t i o n a l 
Environmental Act (1980) has empowered 
through its amendments by the Government 
o f Sri L a n k a to p r o t e c t a n d p r o m o t e 
environmental condition of the country. 
Although there is no much research evidence, 
R a j a p a k s e ( 2 0 0 1 ) says tha t t h e r e is an 
increasing trend of s takeholders ' demand for 
environmental management and sustainable 
d e v e l o p m e n t i n f o r m a t i o n o f b u s i n e s s 
organizations. Public dissatisfaction about the 
i n a d e q u a t e d i s c l o s u r e of e n v i r o n m e n t a l 
information is also evident from Siriwardena, 
(2000b) and The Island, (2000c). 
Accountants and environmental att i tudes 
Social no rms and values are not immutab le . 
Chang ing social values and norms consti tute 
one mot iva t ion to m a k e changes in ex terna l 
r e p o r t i n g w i t h s p e c i a l e m p h a s i s on 
o r g a n i s a t i o n a l l e g i t i m a c y a n d s o c i a l 
responsibil i ty. With the social and economic 
changes , exist ing account ing system need to 
be modified (Burchcl l , C l u b b & H o p w o o d , 
1985). Perera & M a t h e w s (1991) emphas i s 
tha t soc ie ta l va lues influence a c c o u n t i n g 
sys tems to d isc lose addi t ional informat ion . 
Hence , there should be a posi t ive a t t i tude 
a m o n g report p repare r s ( top managemen t , 
a c c o u n t a n t s a n d a u d i t o r s ) t o d i s c l o s e 
environmental impact and social responsibility 
o f the i r ent i ty a s add i t iona l d i s c l o s u r e s . 
B e c a u s e of that envi ronmenta l issues a re 
business issues (Gray; 1993). He further added 
that Professional accounting bodies o f m a n y 
c o u n t r i e s h a v e u n d e r s t o o d t h a t , t h e 
env i ronmen ta l is c lear ly s o m e th ing that 
a c c o u n t a n t need to be a w a r e of, and be 
involved in. T h u s account ing profess ional 
bodies should take responsibility : to implement 
following factors to improve quality and extent 
of environmental reporting practices. 
1. The raising of awareness of environmental 
issues, of its impact on the profession, and 
the influence accountants can have on the 
environment. 
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2. The development of guidelines to assist 
the profession to identify environmental 
issues and reports on them. 
3. Broad- based training need to be provided. 
4. The promotion of the best environmental 
accounting practice 
Moreover (Gray ; 1993) identifies the way in 
w h i c h a c c o u n t a n t c a n c o n t r i b u t e for 
environmental management and ? 
1 Modify- existing accounting systems (as 
in energy control) . 
2 Eliminating complicating elements of the 
accoun t ing sys tem. (As in investment 
appraisal). 
3 P lan for f inancia l imp l i ca t ion of the 
e n v i r o n m e n t a l a g e n d a (as in c ap i t a l 
expenditure projection). 
4 Introduce environmental performance to 
external reporting (as in annual reports). 
5 D e v e l o p new a c c o u n t i n g in format ion 
system (as in ceo- balance sheet). 
Accordingly; the Vision financial accountants, 
management accountants and auditing and the 
role o f f inancial a ccoun tan t s , managemen t 
accoun tan t s , sys tem accoun tan t s , project 
accountants and auditors should all be changed 
in order to implement an expected changes in 
financial reporting. 
Studies in developed countries suggest that 
there is a g r o w i n g t rend of a t t i tudes and 
a w a r e n e s s o f r e p o r t p r e p a r e r s t h a t 
environment as an important management and 
social issue (Gibson & Guthrie, 1995). As a 
result of the growing and at tuned att i tudes 
towards the environmental mat ters , report 
p r e p a r e r s m o t i v a t e d to p r o d u c e b e t t e r 
information about environmental issues of their 
entities (UN, 1991; Ross, 1990; Dcloitte, 1990). 
Bcbbington ct. al. (1994) found that there is a 
growing concern of UK accountants ' attitudes 
on environmental reporting. Dccgan, Gcddes 
and Staunton (1995) found that Austral ian 
a c c o u n t a n t s s u p p o r t t o i n c o r p o r a t e 
environmental issues with financial statements 
of the business entities. Rahaman (2000) says 
that senior management perceptions of social 
and environmental reporting are positive. 
M e t h o d o l o g y 
A mixed research strategy is employed in this 
study7 to maintain a mixture of advantages of 
q u a n t i t a t i v e and qua l i t a t i ve a p p r o a c h e s , 
particularly to maintain validity of quantitative 
data (Hussey & Husscy, 1997). Accordingly, 
a survey and interviews are used in da ta 
c o l l e c t i o n . T h e I n s t i t u t e o f C h a r t e r e d 
Accountants of Sri Lanka ( IACS) circulated 
survey instruments/ questionnaires, among its 
members. As their response rate is low, survey 
instruments with covering letters and return 
envelopes were mailed to selected members 
of the ICASL in late 2004. Finally, 48 useful 
responses were received. Ques t ionna i re is 
d e s i g n e d to e x a m i n e t h e i r a t t i t u d e s on 
environmental reporting practices in general 
and particularly in the Sri Lankan context and 
it is d i v i d e d in to five s e c t i o n s s u c h a s 
o r g a n i s a t i o n a l p o l i c e s and m a n a g e m e n t 
support , role of accountants and accounting, 
reporting practices and guide lines, motives 
of business organisations and knowledge and 
awareness of report prepares. Additionally ten 
m e m b e r s o f t h e I A C S w e r e r a n d o m l y 
selected and interviewed them to get their 
feedback on environmental reporting. 
Experience from Sri Lanka 
Although, accounting was introduced to Sri 
L a n k a by G r a t e Bri ta in (UK) dur ing the 
colonial period to facilitate the plantation sector, 
so far no attempt was made to develop an 
accounting system suitable to local conditions 
(Pcrera, 1975). It implies that, accounting 
culture of Sri Lanka is still based on western 
c l a s s i c a l p h i l o s o p h y , w h i c h is m o r e 
e m p h a s i s e d on t e c h n i c a l a s p e c t s o f 
a c c o u n t i n g . H o w e v e r , U K a n d o t h e r 
developed countries have identified the social 
r e q u i r e m e n t s o f a c c o u n t i n g a n d h a v e 
developed accounting discipline by w a y of 
introducing new accounting curr iculum and 
accounting practices enabling to meet those 
requirements (Gibson, 1997). Consequently, 
accounting report preparers have perceived 
social requirements and they have changed 
their a t t i tudes and behav iou r in o rder to 
produce such information and at present most 
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o f t h e c o m p a n i e s i s s u e s o c i a l a n d 
e n v i r o n m e n t a l r epor t s a s s u p p l e m e n t a r y 
reports to the existing traditional financial 
reports (Bebbington. 1994; Kolk, 2000). 
Report preparers in Sri Lanka and they do 
not have adequate knowledge, training and 
guidelines, which facilitate the environmental 
r e p o r t i n g . A b s e n c e of e n v i r o n m e n t a l 
account ing courses in accounting curr iculum 
of a c a d e m i c and profess ional accoun t ing 
p r o g r a m m e s h a s a d v e r s e l y a f fec ted t he 
d e v e l o p m e n t o f p o s i t i v e a t t i t u d e s a n d 
b e h a v i o u r of repor t p r e p a r e r s to in i t ia te 
environmental reporting practices in Sri Lanka. 
Sr i L a n k a n a c c o u n t a n t s ' a t t i t u d e s on 
e n v i r o n m e n t a l r epo r t i ng were e v a l u a t e d 
through the questionnaires and interviews. 
Their responses arc summarised as follows. 
Since environmenta l issues a re t reated as 
b u s i n e s s i s s u e s m o s t o f t he b u s i n e s s 
organisations have initiated an environmental 
management group with in the organisation. 
T h u s a c c o u n t a n t s were asked, ''company 
should have a clears environmental 
management policy". All respondents agreed 
to this statement because of they personalis 7 
bel ieve that p ro tec t ion of env i ronment is 
important for their future survival. 
Without profit and environmental protection 
there is no survival of the firm. At present 
most of the companies emphasis on triple 
bottom line. Thus " company policies should 
address both profit and environmental 
protection". As a principle all respondents 
were agreed to this s ta tement and further 
more they ment ioned tha t , "we can think 
profit if there is a business. No environment, 
no business. But still we more emphasises 
on profit rather than environmental 
protections ". 
Accountants as members of the management 
t e a m o f t he f i rm, "accountants should 
actively participate to the environmental 
management activities". All of them agreed 
to this s ta tement and the p rob lem is that 
a c c o u n t a n t s " i n v o l v e m e n t s in c o m p a n y 
e n v i r o n m e n t a l m a t t e r is not su f f i c i en t . 
Because of their negl igence and negat ive 
perceptions on environmental matters as 
their main focus is profits. 
E n v i r o n m e n t a l r e p o r t i n g p r a c t i c e s o f 
developing countries are lag behind that of 
d e v e l o p e d c o u n t r i e s . Current 
environmental reporting practices of Sri 
Lankan business organisations are 
incomplete and inadequate". Al l 
respondents were agreed to this statement and 
t h e y m e n t i o n e d , "we do not disclose 
complete environmental information. Most 
of the cases we disclose only favourable 
narrative information probably with in the 
chairman's or directors statements". 
Accounting reports should satisfy the users 
expectation of information. Thus it is a duty 
of the report preparers to disclose all relevant 
and material information to report users. The 
next question address to accountant is that " 
the company annual report preparers in Sri 
Lanka do not perform their duties to satisfy 
expectation of the society". 6 0 % of the 
r e sponden t s were agree to this s ta tement 
where as other 4 0 % do not. Their explanation 
is that "we can not satisfy all of them ". But 
the question is that, is it the responsibility of 
accountants' . ' 
A c c o u n t a n t s - f i n a n c i a l a c c o u n t a n t s , 
m a n a g e m e n t a c c o u n t a n t s , p r o j e c t 
accountants , system accountant and auditors 
role should change with the amalgamat ion of 
environmental issues in to existing accounting 
reports. Because of environmental information 
may useful to external and internal users of 
accounting reports. Thus , accountants were 
asked, " environmental issues have nothing 
to do with accountants". All r esponden ts 
were disagreed with this statement and they 
say, "we have to actively participate in 
environmental reporting agenda. But we do 
not motivate to do so, since it is still a 
voluntary disclosures in our country". 
Most of the developed countries such as UK, 
Australia, New-Zealand, Netherlands, Poland 
and Japan have introduced legal framework 
and reporting guidelines for environmental 
report ing. Thus , "accountants were asked 
whether the prevailing accounting 
standards, guidelines and policies 
adequate to cover environmental reporting 
practices in Sri Lanka". All respondents 
said that there are no part icular accounting 
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standards in Sri Lanka to cover environmental 
reporting. Therefore this the time to introduce 
such type of standards to facilitate disclose 
of environmental issues since stakeholders 
demand for environmental reporting has been 
increased during the last few years. 
Accoun t ing s ta tement should p roduce all 
mater ia l in format ion t o uses of f inancial 
s ta tements . Since s takeholders concern on 
environmental mat te rs has been increased 
they expec t resu l t s of the env i ronmenta l 
t ransac t ions of the firm. Unless , financial 
statement do not show the expected t rue and 
fair view of the financial statements. Thus 
accountants were questioned the "true and 
fair view of financial statement without 
producing environmental disclosures". 
A b o u t 4 0 % r e s p o n d e n t s w e r e a c c e p t e d 
financial reports do not show true and lair view 
with out producing environmental information 
where as other 60 % do not. 
Stakeholders arc the owners of the resources 
a v a i l a b l e in the soc ie ty . T h u s they have 
inherent right to know how business firms 
consume social resources. Then accountants 
w e r e a s k e d "do you recognise 
stakeholders' rights to demand 
environmental disclosures ". All respondents 
were agreed to these s tatements . 
R e p o r t p r e p a r e r s s h o u l d h a v e a d e q u a t e 
k n o w l e d g e a n d t r a i n i n g t o m e r g e 
e n v i r o n m e n t a l d i s c l o s u r e s wi th ex i s t i ng 
financial reports. Accountants were asked " 
do you have adequate knowledge and 
training of environmental reporting" Al l 
respondents said that they do not have such a 
knowledge and training since curriculum of 
professional account ing examinations do not 
m u c h e m p h a s i s on th i s i s sues . N o t only 
professional cur r i cu la r but a lso academic 
au r i cu la r do not taken into account this issues. 
Most of the business organisat ions motivate 
on ly by p ro f i t . H o w e v e r , s o m e l e a d i n g 
business organisations consider not only profit 
but also environmental security. 8 0 % of the 
responded accountants said that most of the 
Sri L a n k a n bus iness o rgan i sa t ion mainly 
motivated by profit. They do not think to get 
the advantages of environmental security to 
r each the i r p rof i t t a r g e t s . Fo r e x a m p l e . 
advantages of recycling and by product from 
was te ect. 
O n e o f t h e m a i n r e a s o n s for v o l u n t a r y 
disclosures of environmental information is to 
i n c r e a s e i m a g e of t he c o m p a n y . A l l 
respondents accountants to the questionnaire 
were agreed that environmental reporting only 
for company image. Further more they said 
it is an additional burden to them and cost 
benefits of environmental reporting. 
C o n c lu s io n 
With the changes in social attitudes information 
requirement the society' may also be changed. 
This study attempts to analysis the information 
r e q u i r e m e n t s o f t he s t a k e h o l d e r s in t he 
m o d e r n soc ie ty , wh ich more c o n c e r n on 
e n v i r o n m e n t a l s e c u r i t y and s u s t a i n a b l e 
d e v e l o p m e n t and how' a c c o u n t a n t s ' ro le 
should change with the changing bus iness 
e n v i r o n m e n t t o p r o d u c e m o r e u s e f u l 
information to users . Study understood that 
e n v i r o n m e n t a l c o n c e r n on s o c i e t y h a s 
dramat ica l ly increased during the last few 
d e c a d e s and e n v i r o n m e n t a l r e p o r t i n g is 
becoming more and more common in business 
s ince mos t c o m p a n i e s a re a w a r e of tha t 
environment as business issues. Therefore, 
many developed countries have introduced 
l ega l a n d s t a t u t o r y r e q u i r e m e n t s o f 
e n v i r o n m e n t a l r epo r t i ng . S t u d y fu r the r 
understood that accountants ' role should be 
changed to meet s takeholders ' requirements 
of information. 
In Sri Lankan context, accountants ' atti tudes 
towards the environmental reporting are still 
negative. Because of majority of them think 
environmental reporting is useless effort since 
t h e r e is n o a c c e p t e d g u i d e l i n e s a n d 
measurements and it may be an additional 
burden to medium and small scale business 
organisat ions". However, common version of 
the remaining respondents is that : i the role of 
a c c o u n t i n g and a c c o u n t a n t s s h o u l d b e 
expanded enabling to disclose non-financial 
information such as environmental information 
w i t h in a n e x i s t i n g f i n a n c i a l r e p o r t i n g 
f r a m e w o r k a n d c l e a r e n v i r o n m e n t a l 
management and environmental account ing 
policies should be developed at national level 
by the professional accounting bodies. 
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The Effect of'Z-score' System on Qualification to Universities with 
Special Reference to Tamil Medium Schools in Ampara District 
A. Jahufer* 
Abstract 
Before the year 2000, students aspiring to enter the universities offeredfour subjects at 
the General Certificate Education Advanced Level (GC.E. (A/L)) Examination. In the 
year 2000, students taking the examination were required to offer three subjects and 
sit a Common General Test. In the years 2000 and 2001, two separate groups of students 
sat the GC.E. (A/L) Examination under two different curriculum specifications and 
they can be designated as the four subjects (S J and three subjects (Sj groups. Before, 
the year 2000 students were ranked and selected to universities on the basis of their 
aggregate marks. In the year 2000, this system was changed and a common policy was 
introduced to select students to university. The common policy is called 'Z-scores' 
system. 
In the GC.E. (A/L) education in Sri Lanka there are four streams are available: 
Biological Sciences, Physical Sciences, Management & Commerce and Arts. Each 
stream consists of many subjects, among these subjects some are harder than the others. 
Hence the students have more, chance to qualify to university those who select easier 
subjects than the harder subjects in GC.E.(A/L) bejbre the year 2000. Therefore, the 
aggregate marks system is biased to select students to universities. The universally 
accepted statistical solution to (his problem is 'Z-score ' system. 
The objective of this research is to carry out to test whether this introduction of Z-score 
system has made an effect on the qualij'ication of students to universities from Tamil 
medium schools in Ampara district or not. 13 important 'Tamil medium schools were 
selected for this research study. This overall Z-score system plays a major role on 
qualij'ication to university since the individual Z-score for every subject relies on its 
weight or hardship. Since students are allowed to select subjects from several subject 
combinations in each stream the problem of scoring arose due to the hardship of every 
subject in that stream. This leads to find a new solution to rank the students to select 
them for university qualification. 
This new statistical system has made its effect on Arts and Management &• Commerce 
streams effectively when compared to Biological and Physical sciences stream, because 
these in streams subject combinations are a very few. Although the Z-score system has 
significant effect on the qualification of students to universities of'Tamil medium schools 
in Kalmunai, Sammanihurai and Akkaraipattu educational zones due to the different 
subject combinations, apart from its effect, the number of students qualifying to 
universities from all these schools showed a downward trend bejbre Z-Score system s 
implementation. 'This showed the poor status of these schools' education in the past. 
The educational progresses of these schools are going down. 
Keywords: Education, GCE.(A/L), Z-Score, Z-Distribution, University, Stream, T-test, 
ANOVA, Mean Comparisons, 
Introduction 
The qualifications to universities from Tamil 
medium schools in Kalmunai , Sammanthurai 
and Akkaraipattu educational zones in Ampara 
district seem to be reducing for the past several 
years. But it has been observed that the fall 
of the number of qualifying students is very 
much noticeable during the years from 2001 
to 2 0 0 4 w h e n the Z - S c o r e s y s t e m w a s 
introduced and implemented. The examination 
criteria by the Department of Examination of 
Sri Lanka for selecting students to university 
"A. Jahufer is a Senior Lecturer at the Department ot'Mathematical Sciences.South Eastern University of Sri 
Lanka.Sri Lanka. 
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